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SUMMARY 





In 1976, Romania began its 1976-80 Five Year Plan with a healthy 
economic performance which slightly exceeded the targeted growth 
goal, As has been the Government's policy since the end of 
World War II, emphasis continues to be placed on industrial 
development, with about half investment destined for this sector 
of the economy, The important agriculture sector, which accounts 
for 34% of total employment, rebounded from two consecutive poor 
years with a claimed record showing. On the international side, 
Romania is carefully monitoring its balance of payments situation 
laying apparent stress on balanced bilateral trade in the hard 
currency area. 


Trade with the U.S. in 1976 recovered from the disappointing 1975 
levels to reach a record turnover of $448 million. Agricultural 
commodities and industrial raw materials dominated U.S. exports while 
Romania found a rapidly growing market for a number of its light 
industry manufacturers to complement its traditional exports of fuel 
products. 


For 1977 the U.S.-GOR Joint Economic Commission has set a trade 
target of $500-550 million. To achieve the export level implicit 

in this trade objective the U.S. will not only have to maintain its 
agricultural exports but also increase the competitiveness of its 
manufactured exports. Good opportunities exist for exports from the 
U.S. in the areas of machinery, transportation equipment, electronics, 
chemicals, petrochemicals and metallurgy. Romania also continues to 
be interested in participating jointly with U.S. firms in projects 

in third countries, most of which involve either the construction 

of chemical and petrochemical, or mineral extraction facilities, 


KEY ECONOMIC INDICATORS 


US$1.00 


Exchange Rates: Official rate Lei 4.97 
2.00 = US$1.00 


Non-commercial rate Lei 1 


1974 1975 1976 1976/1975 


% Change 
Income, Production, Employment 
a) b) b) 

National Income (billion US$) 27.4 30.1 33.3 10.5 
Investment (billion us$) 9.8 kar 12.4 8.2 
Indices (1970=100) 

Industrial Production 164 184, 205 IES 

Agriculture Production 133 137 161 17.2 

Average Industrial Worker 

Productivity 127 136 148 8.8 
Labor force (in 000's) 10,070.1 10,150.8 
Prices 
Indices (1970=100) 

Retail Sales 137 148 161 8.6 

c) 

Foreign Trade 
Exports (FOB) (billions US$) 4.9 533 6.14 14.9 
Imports (FOB) (billions US$) 5A 5.3 6.10 14.3 


a) - Non-Commercial exchange rate 
b) = Constructed figures 
c) - Official exchange rate 


Source:0fficial Published Romanian Statistics 








CURRENT ECONOMIC SITUATION AND TRENDS 


Powered by a rapidly developing industrial sector and a good year 

for agriculture, Romanimnational income grew at the targeted rate 

of 10.5%. Placed in the context of a world beseiged by stagflation, 
this is a highly creditable performance, even though it was slightly 
lower than the average rate of growth in national income in the 1971- 

75 Five Year Plan period. The 1976-1980 Five Year Plan which sets 

the growth rate parameters for this period and also provides the frame- 
work for the annual plan targets, calls for a slight deceleration in the 
growth rate for national income as compared to what it was under the 
previous five year plan. This lowered goal is an objective reflection 
of the country's larger industrial base coupled with the fact that to 
sustain growth at a 11% or higher rate, Romania would need a more highly 
trained manpower base and even greater investments in sophisticated 
technology. 


The devastating March 4, 1977 earthquake, caused an esti- 
mated $833 million (10 billion Lei) in damages to Bucharest, 
Craiova and other towns south of the Carpathian Mountains. 
Most of the losses involved housing units, with relatively 
minor damage caused to industry and even less to agriculture. 
The effect of the earthquake on Romania's ability to meet 
sectoral annual plan targets, excluding housing, for 1977 
should be minimal. Subsequently, the Romanian Government 
has publicly stated that 1977 annual plan targets will not 
be revised. Some of the production losses caused by the 
earthquake are being recouped through the use of 

"voluntary" overtime through the end of 1977. 


Industry 


The current Five Year Plan continues the Government's policy which has 
been in effect since the end of World War II, of emphasizing industrial 
development. About one-third of Romania's national income goes for 
investments and in 1975, which was a typical year, close to 50% of total 
investment went into the industrial sector. This investment policy has 
helped industrial output grow markedly from a small base. There has 
been noteworthy development in machine building (especially petroleum 
equipment), chemicals and petrochemicals, oil refining and synthetic 
textiles, Industrial production during the 1971-1975 Five Year Plan 
grew at an average annual rate of 13%. With lower growth rates planned 
for the current five year plan, industrial production was up 11.5% in 
1976 over 1975, 1.3% above the targeted rate. In 1977, industrial 
production is forecast to grow at a 10.5% rate. High priority growth 
areas in the 1976-1980 Plan are the development of domestic energy and 
raw material resources, chemicals and petrochemicals, metallurgy and 
machine building. 


a 
Agriculture 


With almost normal weather conditions prevailing throughout the year, 
1976 proved to be a bumper year for Romanian agriculture, which grew 

at a rate of 17.2% over 1975 levels. A reported record cereal crop 

was harvested and there were substantial increases in livestock and 
poultry production. However, despite this commendable performance 
there are lingering problems in the agricultural sector, Even though 
agriculture accounts for 34% of employment and 11% of theration's social 


product, it continues to play second fiddle in the economy in 
Romania's drive towards industrialization, In addition, Romania's 
agricultural development remains vulnerable to extreme weather 
conditions as witnessed by the 1974 drought, and the July 1975 
floods followed by another but shorter drought, Examples of 
structural weaknesses which have been complicating factors are: 

a lack of qualified farm laborers; the Government's inability 

to meet investment targets in the agricultural sector; an over- 
preponderance of the elderly and women in the agricultural work- 
force; and, a shortage of transport and grain facilities, During 
the current Five Year Plan, the Government, with profitable 
assistance from the World Bank, is directing its efforts at: more 
effective irrigation of viable crop land (only about three-fourths 
of all land suitable for irrigation is now being irrigated); greater 
use of chemical fertilizers; increased mechanization; and, earthworks 
designed to prevent soil erosion and floods. 


Foreign Trade and Balance of Payments 


Foreign trade is one sector of the economy which did not meet its 
targeted goal. Romania's trade turnover in 1976 was $12.2 billion, 

a 14.5% increase over 1975 levels but still 3.3% below its goal. 
Exports were up 14.9% to $6.14 billion while imports rose 14.1% to 
$6.10 billion, producing Romania's first trade surplus since 1965. 
While the bulk of Romania's exports was in agricultural products, 
petroleum based products and light industry goods, exports of machine 
tools, technical equipment, transportation equipment (basically for 
railroads) and industrial durables gained in importance as export 
earners. On the import side, stress continued to be placed on imports 
of raw materials, machinery, and equipment needed by the industrial 
sector to increase production and for the export oriented sectors of 
the economy (agriculture and light industry). 


In recent years, Romania has normally run a deficit in its hard (convertible) 
currency trade, which represents over half of its total foreign trade. 
Govermment policy currently is to attempt to ensure an overall balance 

in hard currency trade. This policy is manifested in an increasing 
emphasis on reducing large trade deficits with individual trading partners. 
The method that Romania has chosen for attaining this goal has been to 
limit imports from countries with which it traditionally has a heavy 
deficit, while increasing its sales efforts in these same countries. 

An early sign of this policy shift occurred in 1975, when there was a 
significant shift in the geographical distribution of foreign trade 

as the percentage share of total trade with non-communist countries, 

which had been growing steadily in recent years, declined. 








In the past several years, Romania has also generally had a deficit 
on non-trade transactions which show up in the balance of payments. 
Deficits on payments for transportation, other services and interest 
on foreign borrowings have more than offset a surplus on tourism. 
Overall, Romania appears to be managing its external accounts well. 
In 1976, while it drew down 150 milion in SDR's from the IMF, Romania 
did not have recourse to Eurodollar borrowing, In February 1977, 
Romania almost completed arrangements with a consortium of western 
banks for a $50 million loan. 


Wages and Prices 


1976 figures show that real wages for non-agricultural workers in 
institutes and enterprises were up 6.1% over 1975 levels, while real 
wages in the agricultural sector, favored by Romanian policy, were up 
11.6%. Industrial worker productivity rose by 8.8%. The target 

rate increases for 1977 are: non-agricultural institute and enterprise 
wages - 6.3%; agricultural wages - 6.6 to 7.1%; industrial worker 
productivity - 9.2%. Meanwhile, retail prices rose by 0.9% in 1976 as 
the Government continued its juggling of tax rates to minimize the 
impact of imported inflation on the domestic economy, 


IMPLICATIONS FOR THE UNITED STATES 


Framework Building Stage Completed 


1976 saw the conclusion of numerous bilateral agreements between the 
United States and Romania. These included the signing of a long-term 
economic agreement, a maritime agreement, a fishing agreement and the 
entry into force of a tax convention, Added to earlier agreements and 
the extension of most-favored-nation treatment for Romanian exports to 
the U.S. and the granting of GSP (generalized special preferences) to 
Romania, the basic framework for conducting trade relations between 
the two countries has been completed. 


U.S.-Romanian Trade Trends 


The 1976 trade turnover of $448.4 million resulted in a bilateral trade 
record, far surpassing the previous record of $407 million reached in 
1974 (all figures U.S. Bureau of Census). The 1976 level was 39.2% over 
the 1975 level. The sharp increase was caused basically by substantial 
Romanian imports of U.S. agricultural products and the eased access to 
the U.S. market afforded Romania by GSP and the continuation of MFN, 

The bilateral trade target for 1977 is from $500 to $550 million. It 
should be noted that traditionally the U.S. has run a trade surplus 


with Romania; in 1976 it totalled $51 million, For 1977, Romanian 
officials have stated that trade between the two countries should be 
in equilibrium, Statements such as this are often close to the mark, 
for in Romania's planned economy, the Government makes every effort 

to reach goal targets. The Ministry of Foreign Trade and International 
Economic Cooperation, which in most cases provides final approval on 
contracts, monitors Romania's trade relations and attempts to ensure 
that the aggregate of signed contracts with a particular country do 

not stray far from the original target levels, unless of course the 
figure is in Romania's favor. 


U.S. exports to Romania are dominated by agricultural exports and to 

a lesser extent by some raw materials and semi-finished goods, In the 
first eleven months of 1976, U.S. manufactured exports (machine tools, 
plant equipment, etc.) accounted for under 15% of total U.S. exports. 
One characteristic of many Romanian import contracts with the hard 
currency trading area, including the U.S., is the linkage of imports 
to projects or purposes which are connected to an export project, an 
import substitution project or a "cooperation" project, An example 
of an import tied to an export project was the purchase of equipment 
for a roller bearing factory, the output of which will be exported. 
Exemplifying Romania's emphasis on import substitution is the purchase 
of mill machinery for iron and steel plants. A "cooperation" project, 
in which the foreign firm markets a portion of the product outside of 
Romania or the communist trading area, is typified by the joint venture 
in computer peripherals. On the U.S. side, imports from Romania have 
been dominated by petroleum based products, There have also been 
significant imports of small tractors, ready-made wool suits and 
footwear, sheet glass and canned hams. For 1977, Romanian enterprises 
have already signed contracts to export television sets, radios, and 
iron and steel products. 


Romania's Import Priorities from the U.S. 


Projected from recent trends, Romania's import priorities for goods 
from the U.S. in 1977 will continue to be agricultural items and 
selected raw materials and semi-processed goods. If imports from 

the U.S. are to jump by 25 to 30% in 1977 to help meet the two way 
trade goal of from $500 to $550 million, this should afford opportunities 
for exporters of U.S. manufactured goods. As mentioned above, much of 
Romania's imports from the hard currency area will result from direct 
purchases of goods linked to export or import substitution projects, 

or will be tied to industrial cooperation projects, This latter area 
may involve: licensing; technical assistance; contracts requiring a 
compensation arrangement, e.g. production sharing and/or counterpurchase 











contracts; or, in rare cases a joint venture involving a foreign 
equity investment of up to 49%, or some form of joint effort in 
a third country. U.S. exporters should be aware that there are three 
specific phases to negotiations in Romania: 1) technical discussion; 

2) commercial talks (may be carried out concurrently with the technical 
discussions); and, 3) final negotiations. In this phase Romanian 
regulations require that offers from two or three competing firms 

be considered. Many U.S. companies have found the negotiation process 

in Romania to be time consuming (sometimes lasting for two to three 

years or more), and expensive (just the task of putting together a 
contract is estimated to be up to ten times the cost, for major contracts, 
of concluding the same contract in the West) Nevertheless, as the 
experience of many Western European and Japanese firms has shown, the 
results can also be profitable. Below are listed Romania's major 
priorities for equipment and related services imports from the U.S. 

in 1977. 


Machinery, Transport Equipment and Electronics 


During the 1976-80 Plan, Romania is continuing to emphasize the further 
development of metal cutting machine tool production, fine mechanics 

and optics, and electronic industries. Romania's foreign trade organ- 
izations (FTOs) in these areas have been pursuing contacts with U.S. 
manufacturer's of numerically controlled machine tools, mini-calculators, 
diodes, semi-conductors, integrated circuits, aircraft, airborne commun- 
ications systems, cash registers, etc. Romania's successful efforts 

to limit imports from certain major Western suppliers could open an 
important segment of the machine tool market to U.S. exporters. AMERO 
'7T7, @ privately organized U.S. exposition of assorted U.S. machinery, 
equipment and technology, scheduled for Nov. la-l6 , 1977, looks like 

@ good opportunity for U.S. exporters to display their wares. 


Chemicals and Petrochemicals 


Chemicals and petrochemicals have been the fastest growing branch of 
Romanian industry since World War II, Its importance is expected to grow 
further and by 1980 it should account for 15% of total industrial output. 
The chemical and petrochemical industry in 1976 was expected to grow by 
19.1%. Special emphasis is being placed on increasing chemical fertilizer 
production (needed by the agriculture sector). Three planned new ammonia 
Plants are now in the negotiation stage. A major refinery and petro- 
chemical project (crude oil and investment) is under discussion with 
Kuwait and a feasibility study should be completed in mid-February 1977. 
In addition, Romanian FTOs have been in contact with U.S. suppliers of 
equipment and processes for a butyl styrene rubber plant, a truck tire 
plant, and production of cosmetics and dyestuffs. Major competition 

for U.S. companies comes from Japanese companies, The latter won two 


large contracts for petrochemical plants in 1976, Often in this area, 
the Romanians do not seek the most recent and advanced technology 

but settle for one that is readily marketable and with a lower initial 
investment outlay. Promotional vehicles in this area are the above- 
mentioned AMERO exposition and an International Chemistry Show set 

for Oct. 18-24, 1977 in Bucharest in which West German, British, Italian, 
Austrian and Spanish companies will be participating. 


Metallurgy 


Expansion programs are being implemented at several Romanian iron 

and steel plants, and construction will soon begin on a completely 
new integrated iron and steel center in Calarasi which will rival in 
size the existing Galati center (10 million ton a yéar production 
capacity). In the initial stage for Calarasi, few imports are conten- 
plated. Exceptions are for refractory material, hydraulic equipment, 
automated processing equipment and some others. Production at the end 
of the first stage in 1980 will be between 500,000 and 1,000,000 tons. 
Aside from Calarasi, Romanian FTOs in the metallurgy field have con- 
tacted U.S. exporters of welding machinery, heavy plate equipment, 
stainless steel extrusion processes, scarfing machines, sulphur pro- 
duction equipment, ferro alloys, tinned sheet and special casing pipe. 
In the promotional field, AMERO also covers this area. 


Earthquake Footnote 


A Footnote to the foregoing is that the Romanian Government 
has not changed its import plans in the wake of the March 4 
earthquake. Contrary to its actions after the July 1975 
floods, when numerous import contracts were cancelled under 
force majeur contract provisions, Romanian foreign trade 
organizations accelerated the pace of import contract sign- 
ings after the earthquake. Meanwhile, a $20 million United 
States aid program, aimed at providing humanitarian assistance 
for rehabilitation and reconstruction, will assist sales 
efforts of U.S. exporters of construction, seismological and 
medical equipment. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





LOOKING FOR A GOOD 


market 
research 








tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 








U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





U.S. 


NDUSTIAL 
OUTLOO< 


é 


The 18th edition of this popular business aid is now in preparation. 


Status reports on the activity — shipments, employment, major develop- 
ments, trends — for more than 200 industries. Includes year-ahead 
and 5-year forecasts for each. 


A handy compilation of statistics researched and analyzed by 100 
Government business conditions experts. 


Over 500 pages of facts and forecasts for under $10. 


Make sure you get your copy! 


Fill out and mail the coupon below to be notified when the new edition is available. 


Please Send an Order Form for U.S. INDUSTRIAL OUTLOOK-1978 to: 


Name 
Firm 
Street 


City 


Mail to: 


State 


Office of the Ombudsman 
Room 3800 

U.S. Department of Commerce 
Washington, D.C. 20230 








